This paper analyses determinants of trade among RCEP negotiating countries with focus on the border effect. An extended gravity model has been fitted to RCEP trade data. The empirical findings are generally consistent with the theory. We find evidence on the existence of the border effects within RCEP negotiating countries. The paper also shows that being a member of ASEAN does improve trade flows of trading partners that may reinforce the central role of ASEAN in regional negotiation process of not only RCEP but also TPP.
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Introduction
Nowadays, ASEAN is an important trade body largely because it achieved regional and domestic political stability and used this platform to energize its economies. This would have seemed fanciful at ASEAN's birth in 1967 but, in retrospect, the region has followed skillful approaches to political and economic integration ever since.
Recently, ASEAN finds itself at the epicenter of two of the world's most important On Trade in services, participating countries deliberated on the elements of text, the scope of provisions, the approach to scheduling market access commitments, market access commitments, and a number of other specific issues. On Investment, participating countries engaged in discussions on text, and an in-depth discussion on the elements including investment modalities.
At the Nanning meeting, the new working groups n Intellectual Property, Competition, and Economic and Technical Cooperation commenced their work. Other issues of particular interest to a number of RCEP participating countries were discussed. Experts met to discuss Dispute Settlement and broader legal and institutional issues. A formal working group will be established to continue these discussions at the next meeting.
The 5th RCEP negotiation round will be held on 23-27 June 2014 in Singapore.
Theoretical motivation for border effect in international trade
Going back to 1995, McCallum compared within-Canada and US-Canada trade using the following regression: Assume each good is produced with the sane technology, hence , ,
Consumers' problem is to The solution takes the form:
The estimating equation therefore is:
Empirically, trade costs (TC) are measured by distance and adjacency. We will use these variables instead of TC when estimating the models. 
Econometric model and estimation strategy
We start by estimating determinants of trade of RCEP countries adopting the conventional gravity model as follows:
Model 1: ln(T) ij t = β 1 + β 2 lnGDP i t + β 3 lnGDP j t + β 4 lnDistance ij + β 5 lnrate ij t + β 6 D ij +ε ij t where:
ln( ) is (the log of) trade volume between country i and country j at time t;
is (the log of) GDP country i at time t;
is (the log of) GDP country j at time t;
is distance between country i's capital and country j's one; is exchange rate of country i/ exchange rate of country j at time t D is dummy variable that is one if country I and country j share a border and zero otherwise.
The dependent variable is a bilateral trade flow. It measures the total value of goods exported and imported between country i to country j. Countries are expected to trade more with each other the larger they are. This is measured by gross domestic product of exporter and importer. The volume of trade between two countries depends not only on their size and the distance from each other, but also on the size and the distance to other trading partners. The distance variable indicates that more distant countries tend to trade less as transportation costs rise.
Estimation result of model (1) will shed light on key determinants of trade between RCEP countries, and pointing out the possible role of exchange rate and especially trade resistance variable on regional trade.
Besides the distance variable, Helliwell (1997: 169-70) Model 2:
If the benchmark models show that the border effect exists in the region, we will estimate the alternative model that take into account the prices differences in the countriesfactors that explain the border effects of the region (model 3 and 4). Price heterogeneity in the model is captured by two alternatives: (i) taking the GDP deflator into account (model 3.1 and 4.1), and (ii) considering country fixed effects (model 3.2 and 4.2). We investigate the case of dependent variable to be both total trade flows and exports alone to make it consistent with the theory depicted above. where:
ln( ) is (the log of) total export from country i to country at time t.
is (the log of) GDP deflators of country i at time t.
is (the log of) GDP deflators of country j at time t.
Description of data
The import, export data are taken from trademap. The distance data is taken from notreplanete.info. Remaining data are taken from unstats.un.org.
Trade volume between Vietnam and partners from 2001 -2013
Trade volume between Vietnam and RCEP partners are depicted in Figure Our sample is made of ASEAN+6 over thirteen years. This gives a maximum of 13*12* 12= 1872 individual observations. Summary statistics for the data are provided in Table   1 . To get a broad idea about the model, we construct the correlation matrix among variables.
Results are as follows:
In the table 2, correlations between GDPi, GDPj and trade are large and positive.
Correlation between distance and trade is small and negative. Exchange rate and trade is very weakly correlated. Correlation between GDPi, GDPj, GDPDi, GDPDi and export are large and positive. Correlation between distance and export is small and negative. In general, correlation between the independent variables are small, one hence should not worry about perfect multicollinearity. 
The estimation results
The paper uses several dummy variables, so we use the GLS estimation for the Random Effect model. Models are estimated by using robust variance procedure. Robustness tests are carried on and the models pass all the diagnostic tests as:
multicollinearity, autocorrelation, cross -sectional dependent, normal distribution of residual.
Estimation results of model 1 and 2:
The coefficient of GDP country i is significant at one percent and equal to 0.6965, indicating that increase 1% in national income leads to increase 0.6965% in trade volume. When controlling for remoteness, intra-ASEAN trade and impacts of crisis, this impacts of own GDP on trade increases to 0.7562% .
The coefficient of the trading partners' GDP is statistically significant and equal to 0.7688 that means one percent increase in the trading partners' income will boost 0.7688 percent in trade volume. Additional controlling variables increase this impact to 0.7848%.
The coefficient of distance is significant and equal to -0.8449 indicating that an increase in distance leads to a decrease in the trade volume. Specifically, one percent increase in distance will decrease 0.8449 percent in trade volume. Additional controlling variables decrease this negative impact to 0.7648%.
As for bilateral real exchange rate impact, the coefficient of the bilateral real exchange rate is statistically significant in model and equal to -0.0245 indicating that an increase in The coefficient of the remoteness between country i and country j is statistically significant and equal to -0.0332 that means one percent increase the remoteness will make trade volume reduce by 0.0332 percent.
The coefficient of the border effect is statistically significant and equal to 0.0587,that means countries sharing the common border will have trade value that is exp(0.0587)= 1.0604 times than that of the countries that do not have common borders. Additional controlling variables increase this positive impact to exp(0.0677) = 1.07. This result suggests that we have to estimate the model that control for price differences across countries. Model 3 deals with this issue by controlling for GDP deflators of the underlying countries, while model 4 captures also country fixed effects.
Estimation results of model 3.1 and 3.2:
The controlled variables still affect trade volume in the same direction as depicted in the benchmark regression, that are consistent with the theory. Interestingly, border effects are significant at 10% (model 3.2) and relatively increase: countries sharing the common border will have trade value that is exp(0.1847) = 1.202858 times than that of the countries that do not have common borders.
Although the sign (of the coefficient of GDP deflator j) and the size of the coefficients of GDP deflators I and j are not consistent to the theory, these coefficients are significant at one percent. This remains a weakness of the paper. We plan to control for price heterogeneity by following Anderson and van Wincoop (2003) procedure in the next version of the paper.
Estimation results of model 4.1 and 4.2:
Final empirical procedure is carried out to explain the exports as the dependent variable that is consistent with the theory introduced previously. Model 4.1 controls price heterogeneity by GDP deflators alone, while model 4.2 also takes into account the country fixed effect. All coefficients of GDP deflators are statistically significant at 1%, and the demand elasticity sigma is successfully estimated to be 1.1371. 
